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ar S4{r or ‘adan:

~e¢ Lave coupleted our consideration of your application *cr recoznition of
tazx~exenpt statur umier section 501(c)(6) of the Internil evenue Code.

Th» Inforzation submitted injicates that your were fnriricrated in the State
of [ o~ _ Accordinz to your Articles, vour purpose is to
"pronoie, cicrurige aad foster e development and excroere 6fF [feaa and
strategies axong its memhers to tuprove and satre~;then =' o~ aaraetin~ and

slvertising efforts of its renbers im connectinu wiri f'aoir oreraticn of

_ franchises”.

According to

uwr Bylaws, the nembership of your orzantz-zion shall! conmsist of
and all of the franchisees of

Also, your Pylaws sgates that your oreanization hasg Scen formed to as<ist in
uanaging the sdvertising fund activated dy

Your primary activity {# to forrvlete, develop and conduct advertising nd

pronotional programs for the bdenefit of »1) [N - ™i- is
achieved through the following:

- The printing sod distridution of Brochures, parmphlets, and cther

pristed sstter acvercising N
= Trade show booths are made svailadle to weahers.

~ The design of dillboards for use by mesbers.

« The production of television and radfo ads.

- Telenarketing lead generation - _ a telemarketing
company, wis contracted to provice leads for vour member frauchises.
The neaber franchisees tust pay dues equal to l percent of their grosca sales.

A nevsletter called q' 1s published and distriSuted to your member
franchisees. 1t comtains information on recent bo~rd meetiags, upcoming

mcetings and conventions, a directory of _ stor=s, and a listing ot
the top scilers.
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Ia your letter of you steted, “It is our understanding that
this type of sdvertising trust account has been upheld as tex exempt by the
courts in a number of decision; Frank and Freda Schochet, Trustees of Inst
Prints, Inc. datiomal Advertising Trsut Puad v. Commissioner of Internal

Ravenue Insey-Prints National Advcrti.in‘ Trust v. Cb-nissioner. T.C. ¥Mamo.
1982-416 (19382); ford Dealers Advertising Fund, Inc. v. Commissioner, 35 T.C.
761 (1971) affd. per curfam 456 F 2d 255 (5=h Cir. 1972); Seven-Up Company v,
Comaissioner, 14 T.C. 965 (1950);3 Greater Pittsburg Chrysler Dealers Association
of Western Pennsylvania v. United States, 39 AFTR 2d 77-1039 (D.(.Pa., 1977),

Section 30i(c) of the Code describes certsin organiszations exempt from
Pederal income tsx under sertfon 501(s) and reads, in part, as follows:s

“(6) Business lesgues, chambers of commerce, real estate boards,
hoerds of trade, *#*, not orgaunized for profit and no part of the

net carnings of which inures to the benefit of any private
st.arrholder or Individual.”

Section 1.301(c)(6)~1 of the regulstions provides as follows:

“A business lesgue 1s an association of persons having sowe common busi-
ness interest, the purpose of which 1is to promote such common fnterest
and rot to enzage in & regular business of & kind ordinarily carrfed

on for profit. It is an organization of the seme general class as »
chanber of commerce or board of trade. Thus, i1ts activities should be
directe? to the ioprovement of business conditions of one or more lines of
business as distinguished from the performance of particular services for
icdividusl persona. An orgacization whose purpose is to engage in a
regular tusiness of a kind ordinarily cerried on for profit, evenm though
the business is conducted on a cooperative besis or produces only
sufficient incone to he aelf= gustsining, is not s nusiness league. Ann =

In American Autoniobile Association v. Commissioner, 19 T.C. 1146 (1953), the
Aserican Autoanbile Associa¥ion was found out to De exempt as 3 bueiness league
under section 501(c)(6). This is 2 nationsl ssesceciation composed of individual
aur ymoblile owmers and affiliated avto cluds., Its principel sc.ivities were

deternined to consist of securing bdenefits snd performing perticular services
for nembers.

in Natfonal Muffler Dealers Agsociation v. .., &40 U'.S, A72 71979), the fourt?
held that an association of a particular brand nase of muffler dealers dors not
qualify for exemption because the associstion 19 not enzaced in the improvenent
of business conditions of & line of business.

Rovenwe Ruling 64-315, 1964-2, C.B. 147, involves an sssociation of merchants
whose business constitucte a shopping center. 1t engaged exclusively in
advertisinz In otder to attract customers to the gshappine center. It wae found
that the advertisianz activity was the performance of particular services for
jts ~embers, ~nd cxemprion under section $71(c)(6) was denied.
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If you have suy further questions, plesse contact the person vhose nmme aﬁd
telephone number are show at the degisning of this letter.

Sincerely,
|
District Director iy
Enclosures!?
Form 6018
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